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ENGROSSED SECOND SUBSTI TUTE HOUSE BI LL 2673

State of WAshi ngt on 59th Legislature 2006 Regul ar Sessi on

By House Comm ttee on Fi nance (originally sponsored by
Representatives Linville, Eri cksen, P. Sul I'i van, Buck, Eri cks,
Kilmer, Kessler, Gant, Walsh, B. Sullivan, Lantz, Morris, O Brien,
Conway, Morrell and Wl l ace)

READ FI RST TI ME 02/ 07/ 06.

AN ACT Relating to creating the local infrastructure financing too
denonstration program adding a new section to chapter 82.14 RCW
addi ng a new chapter to Title 39 RCW creating new sections; providing
an effective date; and providing an expiration date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

PART |
| NTENT AND DEFI NI TI ONS

NEW SECTION. Sec. 101. |INTENT. The |egislature recognizes that
the state as a whole benefits frominvestnent in public infrastructure
because it pronotes comunity and econom c devel opnent. Publ i c
i nvestnment stinulates business activity and helps <create |obs;
stimul ates the redevel opnent of brownfields and blighted areas in the
inner city; lowers the cost of housing; and pronotes efficient |and
use. The legislature finds that these activities generate revenue for
the state and that it is in the public interest to invest in these
projects through a credit against the state sales and use tax and an
allocation of property tax revenue to those sponsoring |oca
governnments that can denonstrate the expected returns to the state.
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NEW SECTION. Sec. 102. DEFI N TI ONS. The definitions in this
section apply throughout this chapter unless the context «clearly
requi res otherw se.

(1) "Annual state contribution Ilimt" neans five mllion dollars
statew de per fiscal year.

(2) "Assessed val ue" neans the valuation of taxable real property
as placed on the | ast conpl eted assessnent roll.

(3) "Base year" neans the first calendar year following the
creation of a revenue devel opnent area.

(4) "Board" neans the conmmunity economc revitalization board under
chapter 43.160 RCW

(5) "Departnment" neans the departnent of revenue.

(6) "Fiscal year" neans the twelve-nonth period beginning July 1st
and ending the follow ng June 30t h.

(7) "Local excise taxes" neans |local revenues derived from the
inposition of sales and use taxes authorized in RCW 82.14.030 at the
tax rate that was in effect at the tine the revenue devel opnent area
was creat ed.

(8) "Local excise tax allocation revenue" neans the anount of |ocal
exci se taxes received by the |ocal governnment during the neasurenent
year fromtaxable activity within the revenue devel opnent area over and
above the amount of |ocal excise taxes received by the |ocal governnent
during the base year from taxable activity wthin the revenue
devel opnent area, except that:

(a) If a sponsoring |ocal governnment creates a revenue devel opnent
area and reasonably determ nes that no activity subject to tax under
chapters 82.08 and 82.12 RCWoccurred in the twelve nonths i nmmedi ately
preceding the creation of the revenue developnent area within the
boundari es of the area that becane the revenue devel opnent area, "l ocal
excise tax allocation revenue" neans the entire anmobunt of |ocal excise
taxes received by the sponsoring l|local governnent during a cal endar
year period beginning with the cal endar year immediately foll ow ng the
creation of the revenue devel opnent area and continuing with each
measurenent year thereafter; and

(b) For revenue devel opnent areas created in cal endar year 2006
that do not neet the requirenents in (a) of this subsection, "loca
exci se tax allocation revenue" neans the amount of | ocal excise taxes
recei ved by the sponsoring |ocal governnent during the neasurenent year
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from taxable activity within the revenue devel opnment area over and
above an anount of |ocal excise taxes received by the sponsoring | ocal
governnent during the 2007 base year adjusted by the departnent for any
estimated inpacts from retail sales and use tax sourcing changes
effective July 1, 2007. The anount of base year adjustnent determ ned
by the departnent is final.

(9) "Local governnent" nmeans any city, town, county, port district,
and for the purpose of this chapter any federally recognized Indian
tribe.

(10) "Local infrastructure financing" neans the use of revenues
received fromlocal excise tax allocation revenues, |ocal property tax
all ocation revenues, dedicated revenues fromlocal public sources, and
revenues received fromthe | ocal option sales and use tax authorized in
section 202 of this act to pay the principal and interest on bonds
aut hori zed under section 501 of this act.

(11) "Local property tax allocation revenue" neans those tax
revenues derived fromthe recei pt of regular property taxes |levied on
the property tax allocation revenue value and wused for |[ocal
infrastructure financing.

(12) "Local public sources" neans federal and private nonetary
contributions, and anounts of |ocal excise tax allocation revenues
dedi cated by participating |local governments and |ocal property tax
al l ocation revenues dedi cated by participating taxing districts.

(13) "Low-incone housing"” neans residential housing for persons or
famlies who |ack the amount of income which is necessary to enable
them wthout financial assistance, to live in decent, safe, and
sanitary dwellings, wthout overcrowdi ng.

(14) "Measurenent year" neans a cal endar year, beginning with the
calendar year followng the base year and each calendar vyear
thereafter, that is used annually to neasure state and | ocal excise tax
al I ocation revenues.

(15) "Ordinance" neans any appropriate nethod of taking |egislative
action by a | ocal governnent.

(16) "Participating |local governnent” neans a | ocal governnment with
the revenue devel opnent area within its geographi c boundaries that has
entered into a witten agreenent wth a sponsoring | ocal governnent to
allow the use of all or some of its local excise tax allocation
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revenues or dedicated revenues from |ocal public sources for |oca
infrastructure financing.

(17) "Participating taxing district" means any taxing district
| evying regular property taxes on real property within a revenue
devel opnment area, where a sponsoring |ocal governnment has obtained
witten agreenent for the use of local infrastructure financing to
finance all or a portion of the costs of designated public inprovenents
as provided in section 205 of this act.

(18) "Property tax allocation revenue value" neans seventy-five
percent of any increase in the assessed value of real property in a
revenue devel opnent area due to the placenent of new construction and
i nprovenents to property on the assessnent rolls after the revenue
devel opnent area is created, where the new construction or inprovenents
occur entirely after the revenue developnent area 1is created.
"Property tax allocation revenue value" does not include any increase
in the assessed value of real property representing new construction
and i nprovenents to property occurring after their initial placenent on
t he assessnment rolls, except that for new construction which represents
entire buildings, allocation revenue value includes seventy-five
percent of any increase in the assessed val ue of such new construction
in the years following its initial placenment on the assessnment rolls.
There is no property tax allocation revenue value if the assessed val ue
of real property in a revenue devel opnent area has not increased due to
new construction and inprovenents to property occurring after the
revenue devel opnent area is created.

(19) "Property taxing district" neans a governnent entity that
levies or has levied for it regular property taxes upon real property
| ocated within a proposed or approved revenue devel opnent area.

(20) "Public inprovenents" neans:

(a) Infrastructure inprovenents wthin the revenue devel opnent area
t hat i ncl ude:

(1) Street, bridge, and road construction and mai nt enance;

(1i) Water and sewer system construction and inprovenents;

(ti1) Sidewal ks, traffic controls, and streetlights;

(i1v) Parking, termnal, and dock facilities;

(v) Park and ride facilities of a transit authority;

(vi) Park facilities and recreational areas; and

(vii) Stormwater and drai nage nanagenent systens;
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(b) Expenditures for facilities and inprovenents that support
af f ordabl e housi ng as defined in RCW43. 63A. 510.

(21) "Public inprovenent costs" neans the cost of: (a) Design,
pl anni ng, acquisition including land acquisition, site preparation
i ncluding |and cl earing, construction, reconstruction, rehabilitation,
i nprovenent, and installation of public inprovenents; (b) denvolishing,
rel ocating, maintaining, and operating property pending construction of
public inprovenents; (c) the local governnment's portion of relocating
utilities as a result of public inprovenents; (d) financing public
i nprovenents, including interest during construction, |egal and other
pr of essi onal services, taxes, insurance, principal and interest costs
on general indebtedness issued to finance public inprovenents, and any
necessary reserves for general indebtedness; (e) assessnments incurred
in revaluing real property for the purpose of determ ning the property
tax allocation revenue base value that are in excess of costs incurred
by the assessor in accordance wth the revaluation plan under chapter
84.41 RCW and the costs of apportioning the taxes and conplying with
this chapter and other applicable law, and (f) adm nistrative expenses
and feasibility studies reasonably necessary and related to these
costs, including related costs that nmay have been incurred before
adoption of the ordinance authorizing the public inprovenents and the
use of local infrastructure financing to fund the costs of the public
I nprovenent s.

(22) "Reqular property taxes" neans regular property taxes as
defined in RCW84.04. 140, except: (a) Regular property taxes |evied by
public wutility districts specifically for the purpose of making
requi red paynents of principal and interest on general indebtedness;
(b) regular property taxes levied by the state for the support of the
common school s under RCW 84.52.065; and (c) regular property taxes
aut horized by RCW 84.55.050 that are limted to a specific purpose.
"Regul ar property taxes" do not include excess property tax |evies that
are exenpt from the aggregate limts for junior and senior taxing
districts as provided in RCW 84.52. 043.

(23) "Property tax allocation revenue base value" neans the
assessed value of real property located within a revenue devel opnent
area for taxes levied in the year in which the revenue devel opnent area
is created for collection in the followng year, plus one hundred
percent of any increase in the assessed value of real property |ocated
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within a revenue devel opnent area that is placed on the assessnent
rolls after the revenue devel opnent area is created, |l ess the property
tax allocation revenue val ue.

(24) "Relocating a business" nmeans the closing of a business and
t he reopeni ng of that business, or the opening of a new business that
engages in the sane activities as the previous business, in a different
| ocation within a one-year period, when an individual or entity has an
ownership interest in the business at the tine of closure and at the
time of opening or reopening. "Relocating a business" does not include
the closing and reopening of a business in a new |ocation where the
busi ness has been acquired and is under entirely new ownership at the
new |location, or the closing and reopening of a business in a new
| ocation as a result of the exercise of the power of em nent domain.

(25) "Revenue devel opnent area" neans the geographic area created
by a sponsoring |ocal government from which local tax allocation
revenues are derived for local infrastructure financing.

(26) "Small business” has the sanme nmeaning as provided in RCW
19. 85. 020.

(27) "Sponsoring |l ocal governnent"” neans a city, town, or county,
and for the purpose of this chapter a federally recognized Indian tribe
or any conbi nation thereof, that creates a revenue devel opnent area and
applies to the board to use local infrastructure financing.

(28) "State contribution" nmeans the | esser of one mlIlion dollars
or an amount equal to:

(a) The state excise tax allocation revenue and state property tax
al l ocation revenue received by the state during the precedi ng cal endar
year;

(b) The anmount of |ocal excise tax allocation revenues, | ocal
property tax allocation revenues, and revenues from local public
sources that are dedicated by a sponsoring |ocal governnment in the
precedi ng cal endar year to the paynent of principal and interest on
bonds i ssued under section 501 of this act; or

(c) The ampunt of project award granted by the board in the notice
of approval to use local infrastructure financing under section 202 of
this act.

(29) "State excise taxes" neans revenues derived fromstate retai
sal es and use taxes under chapters 82.08 and 82. 12 RCW | ess the anount
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of tax distributions fromall taxes inposed on the sane taxable events
that are credited against the state taxes under chapters 82.08 and
82.12 RCW

(30) "State excise tax allocation revenue" neans the anount of
state excise taxes received by the state during the neasurenent year
from taxable activity within the revenue devel opnent area over and
above the anmount of state excise taxes received by the state during the
base year from taxable activity within the revenue devel opnent area,
except that:

(a) If a sponsoring |ocal governnment creates a revenue devel opnent
area and reasonably determ nes that no activity subject to tax under
chapters 82.08 and 82.12 RCWoccurred in the twelve nonths i nmedi ately
preceding the creation of the revenue developnent area within the
boundari es of the area that becane the revenue devel opnent area, "state
excise tax allocation revenue" nmeans the entire anobunt of state excise
taxes received by the state during a cal endar year period beginning
with the calendar year imediately followng the creation of the
revenue devel opnment area and continuing wth each neasurenment year
thereafter; and

(b) For revenue devel opnent areas created in cal endar year 2006
that do not neet the requirenents in (a) of this subsection, "loca
exci se tax allocation revenue" nmeans the amobunt of state excise taxes
received by the state during the nmeasurenent year fromtaxable activity
within the revenue devel opnent area over and above an anpunt of state
exci se taxes received by the state during the 2007 base year adjusted
by the departnment for any estimated inpacts fromretail sales and use
tax sourcing changes effective July 1, 2007. The amount of base year
adj ustmrent determ ned by the departnent is final

(31) "State property tax allocation revenue" neans those tax
revenues derived from the inposition of property taxes levied by the
state for the support of common schools under RCW 84.52.065 on the
property tax allocation revenue val ue.

(32) "Taxing authority" means a governnental entity that inposes a
sales or use tax under chapter 82.14 RCW upon the occurrence of any
taxabl e event within a proposed or approved revenue devel opnent area.

(33) "Urban growh area" has the sanme neaning as provided in
chapter 36. 70A RCW
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PART 11
LOCAL | NFRASTRUCTURE FI NANCI NG TOOL

NEW SECTION. Sec. 201. CREATION OF THE LOCAL | NFRASTRUCTURE
FI NANCI NG TOOL PROGRAM The local infrastructure financing tool
programis created to assist |ocal governnents in financing authorized
public infrastructure projects designed to pronote econom c devel opnent
in the jurisdiction. The local infrastructure financing tool program
is not created to enable existing Washington-based businesses from
outside a revenue developnent area to relocate into a revenue
devel opnent area.

NEW SECTION. Sec. 202. LOCAL | NFRASTRUCTURE FI NANCI NG TOOL
PROGRAM APPLI CATION. (1) Prior to applying to the board to use | ocal
infrastructure financing, a sponsoring |ocal governnent shall:

(a) Designate a revenue devel opnent area within the limtations in
section 203 of this act;

(b) Certify that the conditions in section 204 of this act are net;

(c) Conplete the process in section 205 of this act;

(d) Provide public notice as required in section 207 of this act;
and

(e) Pass an ordinance adopting the revenue devel opnent area as
required in section 206 of this act.

(2) As a condition to inposing a sales and use tax under section
401 of this act, a city, town, or county nust apply to the board at
| east one hundred fifty days before the effective date of any such tax.
The application shall be in a formand manner prescribed by the board
and shall include, but is not imted to, information establishing that
the applicant is eligible to inpose such a tax, the anticipated
effective date for inposing the tax, the estimated nunber of years that
the tax will be inposed, and the estinmted anmpbunt of tax revenue to be
received in each fiscal year that the tax will be inposed. The board
shal | make available forns to be used for this purpose. As part of the
application, a city, town, or county nmust provide to the board a copy
of the ordinance creating the revenue devel opnent area as required in

section 206 of this act. The board shall rule on conpleted
applications within sixty days of receipt. The board may begin
accepting and approving applications August 1, 2006. No new
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applications shall be considered by the board after the thirtieth day
of Septenber of the third year followng the year in which the first
application was received by the board.

(3) The board shall establish a conpetitive process to prioritize
applications and shall approve any tax that nmay be inposed under
section 401 of this act. The board shall consult with the departnent
of revenue in approving a proposed tax.

(4) The board shall apply the following criteria for evaluation and
ranki ng of applications:

(a) The relative benefits provided to the conmmunity by the proposed
econom ¢ or community devel opnent, including enpl oynent;

(b) The present |evel of economc activity in the comunity and the
existing local financial capacity to increase economc activity in the
communi ty;

(c) The rate of return of the state's investnent, that includes the
expected increase in state and | ocal tax revenues associated with the
proj ect;

(d) The lack of another tinmely source of funding available to
finance the project which would |ikely prevent the proposed comunity
or econom c devel opnent, absent the financing avail able under this act;

(e) The ability of the project to inprove the viability of existing
busi ness entities in the project area;

(f) Wether or not the project is a partnership of nultiple
jurisdictions;

(g) Denonstration that the requested assistance wll directly
stinmulate comunity and econom c developnent by facilitating the
creation of new jobs or the retention of existing jobs; and

(h) The availability of existing assets that applicants may apply
to projects.

(5)(a) A proposed tax may not be approved unl ess the applicant has
entered into or expects to enter into a contract with a private
devel oper relating to private investnent that wll result in the
creation or retention of jobs upon conpletion of the project; and

(b) A proposed tax nmay not be approved if the expected devel opnent
will result in the relocation of jobs from another part of the state
into the revenue devel opnent area.

(6) As a part of the approval of applications under this section,
the board shall approve the project award, the anount of tax under

p. 9 E2SHB 2673
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section 401 of this act, that an applicant may inpose. The board shal
consult with the departnment in determ ning the amount. The anmount of
tax approved by the board shall not exceed the |esser of one mllion
dollars or the average anount of tax revenue that the applicant
estimates that it wll receive in all fiscal years through the
i nposition of the sales and use tax under section 401 of this act. A
city, town, or county shall not receive, in any fiscal year, nore
revenues from taxes inposed under section 401 of this act than the
anount approved by the board. The board shall not approve the receipt
of nore credit against the state sales and use tax than is authorized
under subsection (7) of this section.

(7) No nore than five mllion dollars of credit against the state
sal es and use tax may be received by all cities, towns, and counties in
any fiscal year.

(8 The credit against the state sales and use tax shall be
avail able to any city, town, or county inposing a tax under section 401
of this act only as long as the city, town, or county has outstandi ng
i ndebt edness under section 501 of this act.

NEW SECTION.  Sec. 203. LIMTATIONS ON REVENUE DEVELOPMENT AREAS
The designation of a revenue developnent area is subject to the
followwng [imtations:

(1) The taxable real property within the revenue devel opnment area
boundari es may not exceed one billion dollars in assessed value at the
time the revenue devel opnent area i s designated;

(2) The average assessed value per square foot of taxable |and
within the revenue devel opnment area boundaries may not exceed seventy
dollars at the tine the revenue devel opnment area i s designated;

(3) No nore than one revenue devel opnent area may be created in a
county;

(4) A revenue developnment area is limted to contiguous tracts,
| ots, pieces, or parcels of land without the creation of islands of
property not included in the revenue devel opnent area,;

(5) The boundaries nmay not be drawn to purposely exclude parcels
where economc growh is unlikely to occur;

(6) The public inprovenents financed through |ocal infrastructure
financing nust be located in the revenue devel opnent area;

E2SHB 2673 p. 10
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(7) A revenue devel opnent area cannot conprise an area contai ning
nore than twenty-five percent of the total assessed value of the
taxable real property within the boundaries of the sponsoring |oca
governnent, including any cosponsoring |ocal governnent, at the tinme
t he revenue devel opnent area is designated; and

(8) The boundaries of the revenue devel opnment area shall not be
changed for the time period that local infrastructure financing is
used.

NEW SECTION. Sec. 204. CONDI TI ONS. The use of | ocal
infrastructure financing under this chapter is subject to the follow ng
condi tions:

(1) No funds may be used to finance, design, acquire, construct,
equi p, operate, maintain, renodel, repair, or reequip public facilities
funded wth taxes collected under RCW 82. 14. 048;

(2)(a) Except as provided in (b) of this subsection no funds may be
used for public inprovenents other than projects identified within the
capital facilities, utilities, housing, or transportation elenent of a
conpr ehensi ve plan required under chapter 36. 70A RCW

(b) Funds nmay be used for public inprovenents that are historical
preservation activities as defined in RCW 39. 89. 020;

(3) The public inprovenents proposed to be financed in whole or in
part using local infrastructure financing are expected to encourage
private devel opnent within the revenue devel opnent area and to increase
the fair market value of real property within the revenue devel opnent
ar ea;

(4) A sponsoring |local governnent or participating | ocal governnent
has entered or expects to enter into a contract with a private
devel oper relating to the devel opnent of private inprovenents within
the revenue devel opnent area or has received a letter of intent froma
private devel oper relating to the devel oper's plans for the devel opnent
of private inprovenments wthin the revenue devel opnent area;

(5) Private developnent that is anticipated to occur within the
revenue devel opnent area, as a result of the public inprovenments, wll
be consistent wth the countyw de planning policy adopted by the county
under RCW 36. 70A. 210 and the | ocal governnent's conprehensive plan and
devel opnent regul ati ons adopt ed under chapter 36. 70A RCW

p. 11 E2SHB 2673



© 00 N O Ol WDN P

N NN NNRRRRRRRRPR R
A W NPEFEP O O OONO OO WDN - O

25
26
27
28
29
30
31
32
33
34
35
36

(6) The governing body of the sponsoring |ocal governnment must nake
a finding that local infrastructure financing:

(a) Is not expected to be used for the purpose of relocating a
busi ness from outside the revenue devel opnent area, but within this
state, into the revenue devel opnent area; and

(b) WII inprove the viability of existing business entities within
t he revenue devel opnent area,;

(7) The governing body of the sponsoring |ocal governnent finds
that the public inprovenents proposed to be financed in whole or in
part using local infrastructure financing are reasonably likely to:

(a) Increase private residential and conmmercial investnent within
t he revenue devel opnent area;

(b) Increase enploynent within the revenue devel opnent area;

(c) Inprove the viability of existing communities that are based on
m xed- use devel opnment within the revenue devel opnment area; and

(d) Generate, over the period of time that the |ocal option sales
and use tax w |l be inposed under section 401 of this act, state excise
tax allocation revenues and state property tax allocation revenues
derived fromthe revenue devel opnent area that are equal to or greater
than the respective state contributions made under this chapter;

(8 The sponsoring | ocal gover nnment may only use |ocal
infrastructure financing in areas deened in need of economec
devel opment or redevel opnent wi thin boundaries of the sponsoring |ocal
gover nnent .

NEW SECTION. Sec. 205. PROCESS. Bef ore adopting an ordinance
creating the revenue devel opnent area, a sponsoring |ocal governnent
nmust :

(1) Obtain witten agreenent from any participating |oca
government and participating taxing district to use dedicated anounts
of revenues from local public sources, |ocal excise tax allocation
revenues, and | ocal property tax allocation revenues, in whole or in
part, for local infrastructure financing authorized under this chapter.
The agreenent to opt into the local infrastructure financing public
i nprovenent project mnmust be authorized by the governing body of such
participating |ocal governnment and participating taxing district;

(2) Estimate the inpact of the revenue devel opnent area on snal
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busi ness and | ow i ncome housing and develop a mtigation plan for the
i npacted businesses and housing. In analyzing the inpact of the
revenue devel opnent area, the sponsoring |ocal governnent nust devel op:

(a) An inventory of existing lowinconme housing wunits, and
busi nesses and retail activity wthin the revenue devel opnent area,;

(b) A reasonable estimate of the nunber of |owincone housing
units, small businesses, and other commercial activity that may be
vul nerabl e to di splacenent wthin the revenue devel opnent area;

(c) A reasonable estimate of projected net job growh and net
housi ng growt h caused by creation of the revenue devel opnent area when
conpared to the existing jobs or housing balance for the area; and

(d) A reasonable estimate of the inpact of net housing growth on
the current housing price m x.

NEW SECTION. Sec. 206. ORDI NANCE. (1) To create a revenue
devel opnent area, a sponsoring | ocal governnent nust adopt an ordi nance
establishing the revenue devel opnent area that:

(a) Describes the public inprovenents proposed to be nmade in the
revenue devel opnent area,;

(b) Describes the boundaries of the revenue devel opnent area,
subject to the limtations in section 203 of this act;

(c) Estimates the cost of the proposed public inprovenents and the
portion of these costs to be financed by local infrastructure
fi nanci ng;

(d) Estimates the time during which local excise tax allocation
revenues, local property tax allocation revenues, and revenues from
| ocal public sources are to be used for local infrastructure financing;

(e) Provides the date when the use of |ocal excise tax allocation
revenues and | ocal property tax allocation revenues wll comrence; and

(f) Finds that the conditions in section 204 of this act are net
and the findings in section 205 of this act are conplete.

(2) The sponsoring |ocal governnent nust hold a public hearing on
t he proposed financing of the public inprovenents in whole or in part
with local infrastructure financing at least thirty days before passage
of the ordinance establishing the revenue devel opnent area. The public
hearing may be held by either the governing body of the sponsoring
| ocal government, or by a commttee of that governing body that
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includes at least a mpjority of the whole governing body. The public
hearing is subject to the notice requirenents in section 207 of this
act .

(3) The sponsoring |ocal governnent shall deliver a certified copy
of the adopted ordinance to the county treasurer, the governing body of
each participating |Iocal governnent wthin which the revenue
devel opnment area is |ocated, the board, and the departnent.

NEW SECTION. Sec. 207. NOTI CE REQUI REMENTS. Prior to adopting
the ordinance creating the revenue devel opnent area and to neet the
requi renents of section 501(1)(b) of this act, a sponsoring |ocal
gover nment mnust provide public notice.

(1) Notice of the public hearing nust be published in a |ega
newspaper of general circulation wthin the proposed revenue
devel opnent area at | east ten days before the public hearing and posted
in at |east six conspicuous public places located in the proposed
revenue devel opnent area.

(2) Notice nust also be sent by United States nmail to the property
owners, all identifiable conmunity-based organizations with invol venent
in the proposed revenue devel opnent area, and the business enterprises
| ocated within the proposed revenue devel opnent area at least thirty

days prior to the hearing. In inplenmenting provisions under this
chapter, the | ocal governing body may al so consult wi th conmunity-based
groups, Dbusiness organizations, including the |I|ocal chanber of

comrerce, and the office of mnority and wonen's business enterprises
to assist with providing appropriate notice to business enterprises and
property owners for whom English is a second | anguage.

(3) Notices nust describe the contenplated public inprovenents
estimate the public inprovenent costs, describe the portion of the
public inprovenent costs to be borne by lIocal infrastructure financing,
describe any other sources of revenue to finance the public
i nprovenents, describe the boundaries of the proposed revenue
devel opnent area, estimate the inpact that the public inprovenents wll
have on small businesses and |owincone housing, and estimate the
period during which |ocal infrastructure financing is contenplated to
be used.

(4) Notices must informthe public where to obtain the information
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that shows how the limtations, conditions, and findings required in
sections 203 through 205 of this act are net.

(5) The sponsoring |ocal governnent shall deliver a certified copy
of the proposed ordinance to the county treasurer, the governing body
of each participating local governnent wthin which the revenue
devel opnment area is |ocated, the board, and the departnent.

PART |11
TAX ALLOCATI ON REVENUES

NEW SECTION.  Sec. 301. LOCAL EXCl SE TAX ALLOCATI ON REVENUES. (1)
A sponsoring | ocal government or participating | ocal governnent may use
annually its local excise tax allocation revenues to finance public
i nprovenents in the revenue devel opnent area financed in whole or in
part by local infrastructure financing. The use of |ocal excise tax
al l ocation revenues dedicated by participating |ocal governnments nust
cease when such allocation revenues are no |onger necessary or
obligated to pay bonds issued to finance the public inprovenents in the
revenue devel opnent area. Any participating taxing authority is
authorized to dedicate local excise tax allocation revenues to the
sponsoring |ocal governnment as authorized in section 205(1) of this
act .

(2) A sponsoring |ocal governnent shall provide the board and the
departnment accurate information describing the geographi cal boundaries

of the revenue developnent area at the tinme of application. The
information shall be provided in an electronic format or manner as
prescri bed by the departnent. The sponsoring |ocal governnent shal

ensure that the boundary information provided to the board and the
departnment is kept current.

(3) In the event a city annexes a county area |ocated within a
county-sponsored revenue devel opnent area, the city shall remt to the
county the portion of the |local excise tax allocation revenue that the
county woul d have received had the area not been annexed to the county.
The city shall remt such revenues until such tine as the bonds issued
under section 501 of this act are retired.

NEW SECTION. Sec. 302. LOCAL PROPERTY TAX ALLOCATI ON REVENUES
(1) Comrencing in the second cal endar year followi ng the passage of the
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ordi nance creating a revenue devel opnent area and aut horizing the use
of | ocal infrastructure financing, +the county treasurer shal
distribute receipts fromregular taxes inposed on real property | ocated
in the revenue devel opnent area as fol |l ows:

(a) Each participating taxing district and the sponsoring |oca
governnent shall receive that portion of its regular property taxes
produced by the rate of tax levied by or for the taxing district on the
property tax allocation revenue base value for that | ocal
infrastructure financing project in the taxing district, or upon the
total assessed value of real property in the taxing district, whichever
is smaller; and

(b) The sponsoring |ocal governnent shall receive an additiona
portion of the regular property taxes levied by it and by or for each
participating taxing district upon the property tax allocation revenue
value within the revenue devel opnent area. However, if there is no
property tax allocation revenue val ue, the sponsoring |ocal governnent
shall not receive any additional regular property taxes under this
subsection (1)(b). The sponsoring local governnent nmay agree to
receive less than the full anount of the additional portion of regular
property taxes under this subsection (1)(b) as long as bond debt
service, reserve, and other bond covenant requirenents are satisfied,
in which case the bal ance of these tax receipts shall be allocated to
the participating taxing districts that |evied regular property taxes,
or have reqgqular property taxes levied for them in the revenue
devel opnment area for collection that year in proportion to their
regular tax levy rates for collection that year. The sponsoring |ocal
governnment nmay request that the treasurer transfer this additional
portion of the property taxes to its designated agent. The portion of
the tax receipts distributed to the sponsoring | ocal governnent or its
agent under this subsection (1)(b) may only be expended to finance
public inprovenent costs associated with the public inprovenents
financed in whole or in part by local infrastructure financing.

(2) The county assessor shall allocate any increase in the assessed
val ue of real property occurring in the revenue devel opnent area to the
property tax allocation revenue value and property tax allocation
revenue base value as appropriate. This section does not authorize
revaluations of real property by the assessor for property taxation
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that are not made in accordance with the assessor's revaluation plan
under chapter 84.41 RCW or under other authorized revaluation
pr ocedur es.

(3) The apportionnent of increases in assessed valuation in a
revenue developnent area, and the associated distribution to the
sponsoring |ocal governnent of receipts from regular property taxes
that are inposed on the property tax allocation revenue value, nust
cease when property tax allocation revenues are no | onger necessary or
obligated to pay the costs of the public inprovenents. Any excess
| ocal property tax allocation revenues derived from regular property
taxes and earnings on these tax allocation revenues, remaining at the
time the apportionnment of tax receipts termnates, nust be returned to
the county treasurer and distributed to the participating taxing
districts that inposed regular property taxes, or had regular property
taxes inposed for it, in the revenue devel opnent area for collection
that year, in proportion to the rates of their regular property tax
| evies for collection that year.

PART |V
STATE CONTRI BUTI ONS

NEW SECTION. Sec. 401. A new section is added to chapter 82.14
RCWto read as foll ows:

SALES AND USE TAX. (1) A sponsoring |ocal governnent that has been
approved by the board to use local infrastructure financing may inpose
a sales and use tax in accordance with the ternms of this chapter and
subject to the criteria set forth in this section. Except as provided
in this section, the tax is in addition to other taxes authorized by
| aw and shall be collected fromthose persons who are taxable by the
state under chapters 82.08 and 82.12 RCW upon the occurrence of any
taxable event within the taxing jurisdiction of the sponsoring |oca
government. The rate of tax shall not exceed the rate provided in RCW
82.08.020(1), less the aggregate rates of any other |ocal sales and use
taxes inposed on the sanme taxable events that are credited against the
state sales and use taxes inposed under chapters 82.08 and 82.12 RCW
The rate of tax may be changed only on the first day of a fiscal year
as needed. Notice of rate changes nust be provided to the departnent
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on the first day of March to be effective on July 1st of the next
fiscal year

(2) The tax authorized under subsection (1) of this section shal
be credited against the state taxes inposed under chapter 82.08 or
82.12 RCW The departnent shall performthe collection of such taxes
on behalf of the sponsoring local governnent at no cost to the
sponsoring | ocal governnent and shall remt the taxes as provided in
RCW 82. 14. 060.

(3) No tax may be inposed under this section before July 1, 2008,
and before approval by the board under section 202 of this act. Before
inposing a tax under this section, the sponsoring |ocal governnent
shal |l first have received both | ocal excise tax allocation revenues and
| ocal property tax allocation revenues during the preceding cal endar
year. The tax inposed under this section shall expire when the bonds
i ssued under the authority of section 501 of this act are retired, but
not nore than twenty-five years after the tax is first inposed.

(4) An ordinance adopted by the Ilegislative authority of a
sponsoring |ocal governnent inposing a tax under this section shal
provi de that:

(a) The tax shall first be inposed on the first day of a fisca
year;

(b) The ampunt of tax received by the sponsoring | ocal governnent
in any fiscal year shall not exceed the anpbunt of the state
contri bution;

(c) The tax shall cease to be distributed for the renmai nder of any
fiscal year in which either:

(i) The ampunt of tax received by the sponsoring | ocal governnent
equal s the anount of the state contribution;

(ii1) The anmobunt of revenue fromtaxes inposed under this section by
all cities and counties equals the annual state contribution limt; or

(iii) The anmount of tax received by the sponsoring |ocal governnent
equals the anmount of project award granted in the approval notice
described in section 202 of this act;

(d) Neither the | ocal excise tax allocation revenues nor the | ocal
property tax allocation revenues can be nore than eighty percent of the
total local funds used to earn the state contribution;

(e) The tax shall be distributed again, should it cease to be

E2SHB 2673 p. 18
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distributed for any of the reasons provided in (c) of this subsection,
at the beginning of the next fiscal year, subject to the restrictions
in this section; and

(f) Any revenue generated by the tax in excess of the anounts
specified in (c) of this subsection shall belong to the state of
Washi ngt on.

(5) If a county and city cosponsor a revenue devel opnent area, the
conbined rates of tax shall not exceed the rate provided in RCW
82.08.020(1), less the aggregate rates of any other |ocal sales and use
taxes i nposed on the same taxable events that are credited against the
state sal es and use taxes inposed under chapters 82.08 and 82.12 RCW

(6) The departnent shall determne the anmpbunt of tax receipts
distributed to each sponsoring | ocal governnent inposing sales and use
tax under this section and shall advise a sponsoring |ocal governnent
when tax distributions for the fiscal year equal the anobunt of state
contribution for that fiscal year as provided in subsection (8) of this
section. Determ nations by the departnent of the anmount of tax
distributions attributable to each sponsoring |ocal governnent are
final and shall not be used to challenge the validity of any tax
i nposed under this section. The departnment shall remt any tax
receipts in excess of the amounts specified in subsection (4)(c) of
this section to the state treasurer who shall deposit the noney in the
general fund.

(7) I'f a sponsoring |local governnent fails to conply with section
403 of this act, no tax may be distributed in the subsequent fisca
year until such tinme as the sponsoring |ocal government conplies and
t he departnment cal cul ates the state contribution anmount for such fiscal
year.

(8) Each year, the anpunt of taxes approved by the board for
distribution to a sponsoring |ocal governnent in the next fiscal year
shall be the | esser of the amount of the project award in the approval
notice described in section 202 of this act or the anount equal to the
state contribution. The board shall consider information fromreports
described in section 403 of this act when determ ning the anount of
state <contributions for each fiscal year. A sponsoring | ocal
governnent shall not receive, in any fiscal year, nore revenues from
taxes inposed under the authority of this section than the anopunt
approved annually by the board. The board shall not approve the
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recei pt of nore distributions of sales and use tax under this section
to a sponsoring local governnent than is authorized under subsection
(3) of this section.

(9) The amount of tax distributions received from taxes inposed
under the authority of this section by all sponsoring |ocal governnents
is limted annually to not nore than five mllion dollars. The tax
distributions shall be available to the sponsoring |ocal governnent
i nposing a tax under this section only as |ong as the sponsoring | ocal
gover nnment has out st andi ng i ndebt edness under section 501 of this act.

(10) The definitions in section 102 of this act apply to this
section unless the context clearly requires otherw se.

NEW SECTION. Sec. 402. USE OF FUNDS. Money collected from the
t axes i nposed under section 401 of this act shall be used only for the
purpose of principal and interest paynents on bonds issued under the
authority of section 501 of this act.

NEW SECTI ON.  Sec. 403. REPORTI NG REQUI REMENTS. (1) A sponsoring
| ocal governnent shall provide a report to the board by March 1st of
each year. The report shall contain the follow ng information

(a) The ampunt of | ocal excise tax allocation revenues, and | ocal
property tax allocation revenues, taxes under section 401 of this act,
and revenues fromlocal public sources received by the sponsoring | ocal
government during the preceding calendar year that were dedicated to
pay the public inprovenents financed in whole or in part wth |oca
infrastructure financing, and a summary of how these revenues were
expended;

(b) The names of any businesses locating within the revenue
devel opnent area as a result of the public inprovenents undertaken by
t he sponsoring | ocal governnment and financed in whole or in part with
| ocal infrastructure financing;

(c) The total nunber of pernmanent jobs created in the revenue
devel opnent area as a result of the public inprovenents undertaken by
t he sponsoring | ocal governnent and financed in whole or in part with
| ocal infrastructure financing;

(d) The average wages and benefits received by all enployees of
busi nesses locating within the revenue devel opnment area as a result of
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the public inprovenents undertaken by the sponsoring |ocal governnment
and financed in whole or in part with local infrastructure financing;
and

(e) That the sponsoring |ocal governnent is in conpliance with
section 204 of this act.

(2) The board shall nake a report available to the public and the
| egi sl ature by June 1st of each year. The report shall include a |ist
of public inprovenents undertaken by sponsoring | ocal governnments and
financed in whole or in part with local infrastructure financing and it
shall also include a sunmary of the information provided to the board
by sponsoring |ocal governnments under subsection (1) of this section.

PART V
BOND AUTHORI ZATI ON

NEW SECTION. Sec. 501. BOND | SSUANCE. (1) A sponsoring | ocal
government that has designated a revenue devel opnent area and been
aut hori zed the use of local infrastructure financing may incur general
i ndebt edness, and i ssue general obligation bonds, to finance the public
i nprovenents and retire the indebtedness in whole or in part fromtax
al l ocation revenues it receives, subject to the follow ng requirenents:

(a) The ordi nance adopted by the sponsoring |ocal governnent and
authorizing the use of local infrastructure financing indicates an
intent to incur this indebtedness and the maxi num anmount of this
i ndebt edness that is contenpl ated; and

(b) The Il ocal governnent includes this statenent of the intent in
all notices required by section 206 of this act.

(2)(a) Except as provided in (b) of this subsection, the genera
i ndebt edness incurred under subsection (1) of this section may be
payabl e from other tax revenues, the full faith and credit of the |ocal
governnent, and nontax inconme, revenues, fees, and rents from the
public inprovenents, as well as contributions, grants, and nontax noney
available to the |ocal governnment for paynent of costs of the public
i nprovenents or associ ated debt service on the general indebtedness.

(b) A local governnent that issues bonds under this section shall
not pledge any noney received from the state of Wshington for the
paynment of such bonds, other than the |ocal sales and use taxes inposed
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under the authority of section 401 of this act and collected by the
depart nent.

(3) In addition to the requirenents in subsection (1) of this
section, a |local governnent designating a revenue devel opnent area and
aut hori zing the use of local infrastructure financing may require the
nonpublic participant to provide adequate security to protect the
public investnent in the public inprovenent wthin the revenue
devel opnent area.

(4) Bonds issued wunder this section shall be authorized by
ordi nance of the |ocal governing body and may be issued in one or nore
series and shall bear such date or dates, be payable upon denmand or
mature at such tinme or times, bear interest at such rate or rates, be
in such denom nation or denom nations, be in such formeither coupon or
registered as provided in RCW 39.46.030, carry such conversion or
registration privileges, have such rank or priority, be executed in
such manner, be payable in such nedium of paynent, at such place or
pl aces, and be subject to such terns of redenption with or wthout
prem um be secured in such manner, and have such other
characteristics, as my be provided by such ordinance or trust
i ndenture or nortgage issued pursuant thereto.

(5) The local governnment nmay annually pay into a fund to be
established for the benefit of bonds issued under this section a fixed
proportion or a fixed amount of any |ocal excise tax allocation
revenues and |ocal property tax allocation revenues derived from
property or business activity within the revenue devel opnent area
containing the public inprovenents funded by the bonds, such paynent to
continue until all bonds payable fromthe fund are paid in full. The
| ocal governnment may also annually pay into the fund established in
this section a fixed proportion or a fixed anount of any revenues
derived fromtaxes inposed under section 401 of this act, such paynent
to continue until all bonds payable from the fund are paid in full
Revenues derived fromtaxes inposed under section 401 of this act are
subject to the use restriction in section 402 of this act.

(6) In case any of the public officials of the |ocal governnment
whose signatures appear on any bonds or any coupons issued under this
chapter shall cease to be such officials before the delivery of such
bonds, such signatures shall, neverthel ess, be valid and sufficient for
all purposes, the sane as if such officials had remained in office
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until such delivery. Any provision of any law to the contrary
notw t hstanding, any bonds issued wunder this chapter are fully
negoti abl e.

(7) Notw thstandi ng subsections (4) through (6) of this section
bonds issued under this section may be issued and sold in accordance
wi th chapter 39.46 RCW

NEW SECTION.  Sec. 502. USE OF TAX REVENUE FOR BOND REPAYMENT. A
sponsoring | ocal governnent that issues bonds under section 501 of this
act to finance public inprovenents nmay pl edge for the paynent of such
bonds all or part of any |l ocal excise tax allocation revenues and al
or part of any local property tax allocation revenues dedicated by the
sponsoring |ocal governnment, any participating taxing authority, or
participating taxing district. The | ocal governnent may al so pledge
all or part of any revenues derived from taxes inposed under section
401 of this act and held in connection with the public inprovenents.
All  of such tax revenues are subject to the use restrictions in
sections 202 through 204 of this act, and the process requirenents in
section 205(1) of this act.

NEW SECTION. Sec. 503. BONDS |SSUED NOT AN OBLI GATION OF THE
STATE OF WASHI NGTON. The bonds issued by a sponsoring | ocal governnent
under section 501 of this act to finance public inprovenents shall not
constitute an obligation of the state of Washi ngton, either general or
speci al .

NEW SECTION. Sec. 504. GENERAL | NDEBTEDNESS- - SECURI TY. (1) A
sponsoring | ocal governnent designating a revenue devel opnent area and
aut hori zing the use of local infrastructure financing may incur general
i ndebt edness, and i ssue general obligation bonds, to finance the public
i nprovenents and retire the indebtedness in whole or in part froml ocal
excise tax allocation revenues and |ocal property tax allocation
revenues it receives, subject to the follow ng requirenents:

(a) The ordinance adopted by the sponsoring |ocal governnment
creating the revenue devel opnment area and authorizing the use of |ocal
infrastructure financing indicates an intent to incur this indebtedness
and the maxi nrum anount of this indebtedness that is contenpl ated; and
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(b) The sponsoring | ocal governnent includes this statenent of the
intent in all notices required by sections 204 and 205 of this act.

(2) The general indebtedness incurred under subsection (1) of this
section may be payable from other tax revenues, the full faith and
credit of the sponsoring |ocal government, and nontax incone, revenues,
fees, and rents fromthe public inprovenents, as well as contributions,
grants, and nontax noney avail able to the sponsoring | ocal governnent
for paynment of costs of the public inprovenents or associated debt
service on the general indebtedness.

(3) In addition to the requirenents in subsection (1) of this
section, a sponsoring | ocal governnent designating a revenue
devel opnent area and authorizing the use of local infrastructure
financing may require the nonpublic participant to provide adequate
security to protect the public investnent in the public inprovenent
within the revenue devel opnent area.

NEW SECTION. Sec. 505. REVENUE BONDS. (1) A sponsoring | ocal
governnment may issue revenue bonds to fund revenue-generating public
i nprovenents, or portions of public inprovenents, that are |ocated
within a revenue devel opnent area. \Wenever revenue bonds are to be
i ssued, the legislative authority of the sponsoring |ocal governnent
shall create or have created a special fund or funds from which, along
with any reserves created pursuant to RCW 39.44. 140, the principal and
interest on these revenue bonds shall exclusively be payable. The
| egi slative authority of the sponsoring |ocal governnent may obligate
t he sponsoring | ocal governnent to set aside and pay into the speci al
fund or funds a fixed proportion or a fixed amount of the revenues from
the public inprovenents that are funded by the revenue bonds. Thi s
anount or proportion is a lien and charge against these revenues,
subject only to operating and nmai ntenance expenses. The sponsoring
| ocal governnent shall have due regard for the cost of operation and
mai nt enance of the public inprovenents that are funded by the revenue
bonds, and shall not set aside into the special fund or funds a greater
anount or proportion of the revenues that in its judgnment wll be
avai |l abl e over and above the cost of maintenance and operation and the
anount or proportion, if any, of the revenue previously pledged. The
sponsoring | ocal governnent may al so provide that revenue bonds payabl e
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out of the same source or sources of revenue may |ater be issued on a
parity with any revenue bonds being i ssued and sol d.

(2) Revenue bonds issued pursuant to this section are not an
i ndebt edness of the sponsoring | ocal governnent issuing the bonds, and
the interest and principal on the bonds shall only be payable fromthe
revenues Jlawfully pledged to neet the principal and interest
requi rements and any reserves created pursuant to RCW 39.44.140. The
owner or bearer of a revenue bond or any interest coupon issued
pursuant to this section shall not have any claim against the
sponsoring | ocal governnent arising fromthe bond or coupon except for
paynment from the revenues lawfully pledged to neet the principal and
interest requirenments and any reserves created pursuant to RCW
39. 44. 140. The substance of the Ilimtations included in this
subsection shall be plainly printed, witten, or engraved on each bond
i ssued pursuant to this section.

(3) Revenue bonds with a maturity in excess of twenty-five years
shall not be issued. The legislative authority of the sponsoring | ocal
government shall by resolution determ ne for each revenue bond issue
t he anount, date, form terns, conditions, denom nations, maxi numfi xed
or variable interest rate or rates, maturity or maturities, redenption
rights, registration privil eges, manner of execution, manner of sale,
call abl e provisions, if any, and covenants including the refunding of
exi sting revenue bonds. Facsimle signatures nay be used on the bonds
and any coupons. Ref undi ng revenue bonds may be issued in the sane
manner as revenue bonds are issued.

PART Vi
JO NT LEG SLATI VE AUDI T AND REVI EW COW TTEE REPORTS

NEW SECTION. Sec. 601. JONT LEGSLATIVE AUDIT AND REVIEW
COMWM TTEE REPORTS. Begi nning Septenber 1, 2013, and continuing every
five years thereafter, the joint legislative audit and review commttee
shall submt a report to the appropriate commttees of the |egislature.

The report shall, at a m ninum evaluate the effectiveness of the |ocal
infrastructure financing tool program including a project by project
revi ew. The report shall include a conparison of +the |oca

infrastructure financing revenues received to the increnenta
i nprovenents in assessed value of the real property located within the
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revenue devel opnent area. The report that is due Septenber 1, 2028,
shoul d al so include any recommendations regardi ng whether or not the
program should be expanded statew de and what inpact the expansion
woul d have on econom c devel opnent in WAshi ngt on.

PART VI |
M SCELLANEQUS

NEW SECTION. Sec. 701. DEPARTMENT OF REVENUE EVALUATI ON. The
departnent of revenue shall evaluate and periodically report on the
i npl ementation of the local infrastructure financing program to the
governor and legislature as the departnent deens appropriate and
recommend such anmendnents, changes in, and nodifications of this act as
seem proper.

NEW SECTION. Sec. 702. CAPTIONS. Captions and part headi ngs used
in this act are not any part of the | aw

NEW SECTION. Sec. 703. SEVERABILITY. | f any provision of this
act or its application to any person or circunstance is held invalid,
the remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 704. PORT DI STRICTS. Nothing in this act shal
be construed to give port districts the authority to i npose a sal es or
use tax under chapter 82.14 RCW

NEW SECTI ON. Sec. 705. EFFECTI VE DATE. This act takes effect
July 1, 2006.

NEW SECTI ON. Sec. 706. EXPI RATI ON DATE. This act expires June
30, 2039.

NEW SECTION.  Sec. 707. NEW CHAPTER. Sections 101 through 302 and
402 through 601 of this act constitute a new chapter in Title 39 RCW

~-- END ---
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